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Secretary FE5 191997
Federal Communications Commission
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RE: Erratum to USTA Reply Comments, CC Docket No. 96-262

Dear Mr. Caton:

Enclosed is a corrected Attachment 11, Critique of the AT&T Performance-
Based Model Work Papers, filed with the United States Telephone Association (USTA)
Reply Comments in the access reform proceeding, CC Docket No. 96-262, on February
14,1997 A number of the pages were excluded accidentally during the copying
process from the attachment included with USTA's Reply Comments.

A corrected original and sixteen copies are enclosed. By copy of this letter,
USTA is also serving the parties to this proceeding with a new Attachment 11.

Respectfully submitted,
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Frank McKennedy,
Director

Regulatory and Legal Affairs
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DESCRIPTION

SUMMARY COMPARISON
NORSWORTHY DATA

TFPRP-11 Company
TFPRP-7 Company [RBOCs]

Adjustments
Revenue = Cost
Labor Input
Capital Input
MRS Input

Cost Shares
Misc Output
Local & Toll
Interstate Access
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1. Comparison of Results
1688-94 1988-94  1988-94 1989-94  1989-94  1989-94
JEP  InputPrice X Factor JEP  InputPrice X Factor
LEC industry _
AT&T PBM [1] - 4.4% 1.0% 4.1% 1.1%
TFPRP 2.9% 2.9% 1% 41%
Difference 1.5% -2.0% 1.0% -3.0%
AT&T PBM [1] 0.0% 3.1% 0.2% 3.1%
TFPRP 0.2% 3.8% 0.3% 21%
Difference 0.2% -0.7% 0.1% -0.6%
Dif tal: LEC-US
AT&T PBM 4.4% -2.1% 6.5% 3.9% -2.0% 6.0%
TFPRP 27% 0.9% .5% 2.8% 0.4% 2.4%
1.7% -1.3% 2.9% 1.2% -2.4% 3.6%
2. Adjustment for PBM Errors
1988-94  1988-94 1989-94  1989-94 _
TFP Input Price  1988-84 TFP Input Price  1989-94
Performance-Based Model 4.4% -2.1% 6.5% 3.9% -2.0% 6.0%
("Total Company”)
Adjustment for Errors
Revenue =Cost 0.4% -1.3% 1.6% 0.4% -1.8% 2.2%
. Labor Input 0.2% 0.2% 0.0% 0.3% 0.3% 0.0%
Capital input -0.3% -0.3% 0.0% -0.2% -0.2% 0.0%
MRS Input -0.4% -0.4% 0.0% -0.9% -0.9% 0.0%
Cost Shares -0.2% -0.2% 0.0% 0.3% -0.3% -0.0%
Misc Output 0.4% 0.0% 0.4% 0.5% 0.0% 0.5%
Local & Toll 0.9% 0.0% 0.9% 0.9% 0.0% 0.9%
interstate Access 0.6% 0.0% 0.6% 0.5% 0.0% 0.5%
RBOC-Only -0.1% -0.1% -0.1% -0.0% -0.1% 0.0%
Total Industry Adjustments . 1.5% -2.0% 3.5% 1.0% -3.0% 4.1%
Adjustment for use of US 0.2% 07%  -0.5% 0.1% 06%  -0.5%
Nonfarm TFP and Input Price
Adjusted Differential 2.7% 0.9% 3.5% 2.8% 0.4% 2.4%

(=TFPRP-11 Company)

[1] Source : Norsworthy file TFPLEC. WKJ. _
| FORMULAS APPLIED TO TFPLEC.WK3 J

1988 TO 1994 1989 TO 1994
LEC TFP @AVG(DI28 . DI33) @AVG(DR29 . DI 33)
LEC INPUT INFLATION Q@AVG(BR28 . BR33) @AVG(BR29 . BR33)
U.S TFP Q@LN(DWS3/DQ53)6  @LN(DWS3/DR53)/5

U.S. INPUT INFLATION @LN(DW59/DQ59)/6  @LN(DWS59/DRS59)/5
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Comparison of TFPRP with AT&T
1. AT&T Information

Source : Norsworthy file TFPLEC.WKa3.

inputs

1988
1989
1990
1991
1992
1993
1994

60028413000
60586565000
61197770000
62042628000
63352878000
65436945000
67215190000

QL

Labor
Quant index

16004287698
15793619605
15183823433
14205276576
14025946971
13473164192
12492163117

QM

Matis
Quant Index

22231785816
21840212761
24696684120
25417939577
25181244766
23882660476
25967581284

Annual Growth: 1985 to 1994

QK

Capital
Quant Index

1.2200
1.2806
1.3188
1.3633
1.4024
1.4428
1.4819

COMPARE2.WK4



02/11/97 02:07 PM COMPARE2.WK4

Comparison of TFPRP

1. AT&T Information dQL dQm dQK 1985=100 1985=100 / QK

Source : Norsworthy file

Inputs % ch QL % ch QL % ch QL TCOMPNU / CM/ (Prop Inc / K)

QL Qam 1 KDEFL
:

1988 . 1.0641 1.0590 15946596384
1989 -1.33% -1.78% 4.84% 1.0706 1.0985 15372474203
1990 -3.94% 12.29% 2.94% 1.1583 1.1434 11656761072 '
1991 6.66% : 2.88% 3.32% 1.2158 1.1693 11040092634
1992 -1.27% -0.94% 2.83% 1.2233 1.1938 11504524398
1993 -4.02% -5.29% 2.84% 1.3327 1.2057 12950944884
1994 -7.56% 8.37% 267% 1.3732 1.2342 12153579040

-0.0339 0.0397 0.0437
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Comparison of TFPRP
1. AT&T Information

Source : Norsworthy file
Inputs

1988
1989
1990
1991
1992
1993
1994

1985=100

(Prop Inc / K)
/ KDEFL

0.8284
0.7985
0.6055
0.5735
0.5976
0.6728
0.6313

1988
1989
1990
1991
1992
1993
1994

Cost Shares

Labor

0.2837
0.2791
0.2874
0.2784
0.2708
0.2744
0.2552

Materials
0.3922
0.3960
0.4614
0.4790
0.4745
0.4401
0.4768

Capital

0.3241
0.3249
0.2512
0.2426

- 0.2547

0.2856
0.2680

1.00
1.00
1.00
1.00
1.00
1.00
1.00

COMPARE2. WK4
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Total Cost
Capital Quantity

Labor Quantity
Material Quantity

Material Price

Cost Shares
Capital Share

Labor Share
Materials Share
Avg of Shares
Capital Share
Labor Share
Materials Share

1988

60028413000
1.2200

16004287698

22231785816

1.0590

0.3241

0.2837
0.3922

1989
60586565000
1.2806
4.84%
15793619605
-1.33%
21840212761
-1.78%
1.0985
3.67%

0.3249
0.2791
0.3960

0.3245
0.2814
0.3941

1.00

1980
61197770000
1.3188
2.94%
15183823433
-3.94%
24696684120
12.29%
1.1434
4.00%

0.2512
0.2874
0.4614

0.2881
0.2832
0.4287

1.00

1991

62042628000
1.3633

3.32%

14205276576

-6.66%

25417939577

2.88%

1.1693

2.24%

0.2426
0.2784
0.4790

0.2469
0.2829
0.4702

1.00

COMPARE2.WK4

1992
63352878000

1.4024
2.83%
14025946971
-1.27%
25181244766
-0.94%
1.1938
2.07%

0.2547
0.2708
0.4745

0.2486
0.2746
0.4768

1.00
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Total Cost
Capital Quantity

Labor Quantity
Material Quantity

Material Price

Cost Shares
Capital Share
Labor Share
Materials Share
Avg of Shares
Capital Share
Labor Share
Materials Share

1993
65436945000
1.4428
2.84%
13473164192
-4.02%
23882660476
-5.29%
1.2057
1.00%

0.2856
0.2744
0.4401

0.2701
0.2726
0.4573

1.00

1994
67215190000

1.4819
2.67%

12492163117

-7.56%
25967581284
8.37%

1.2342

2.34%

0.2680
0.2552
0.4768

0.2768
0.2648
0.4584

1.00

COMPARE2.WK4
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Outputs

1988
1989
1990
1991
1992
1993
1994

YL

NCLOCAL

Number of
Local Calls

318724185
330212045
342403841
353219571
365468629
376995406
392601075

YT
NMTOLLIA

Number of
intra Toll Calis

61828434
67174808
74183251
79543260
82259907
89192259
97553610

YA

NMTOLLII (1)
index Calc
from Interstate
Detail: inrvdFCC

1.3345
1.4710
1.5963
1.6686
1.7732
1.8835
2.0179

1988
1989
1990
1991
1992
1993
1994

CL MOU

N o e e b b

COMPARE2.WK4

.2748
.4575
. 5948
.7034
.8214
.9619
.1132
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Outputs

1988
1989
1990
1991
1992
1993
1994

Switched

Access

N N e o e e

.3744
.5389
.6997
. 8060
.9150
.0339
. 1867

Special

* Access

- b e e e e

.4260
.3801
.3727
.2846
.3641
.-4195
.4817

COMPARE2.WK4
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Local Calls
Intra Toll Calls
Interstate

CL MOU
Switched Access

Special Access

interstate Shares
Interstate End User
Interstate Switched
Interstate Special

Interstate Growth

Revenues

Local

Intrastate Access

Toll

Interstate End User

- Interstate Switched
interstate Special

1988
1988
318724185

61828434

1.3345

1.2748
1.3744

1.4260

0.3367
0.5027
0.1607
1.0000

1988
29,226,988,000
4,326,751,000
10,668,226,000
5,321,521,131
7,945,228, 869
2,539,698,000

1989
1989
330212045
3.54%
67174808
8.29%
1.4710
9.74%
1.4575
13.40%
1.5389
11.31%
1.3801
-3.27%

0.2780
0.5789
0.1431
1.0000
9.73%

1989
29,973,157,000
4,318,962,000
10,549,257,000
4,376,378,460

'9' 114' 888' 540

2,253,922,000

1990
1990
342403841
3.63%
74183251
9.92%
1.5963
8.18%
1.5948
9.00%
1.6997
9.94%
1.3727
-0.54%

0.2744
0.5830
0.1427
1.0000
8.18%

1990
30,699,085,000
4,436,737,000
10,577,992,000
4,248,395,841
9,026,496,159
2,209,064,000

1991
1991
353219571
3.11%
79543260
6.98%
1.6686
4.43%
1.7034
6.59%
1.8060
6.07%
1.2846
-6.64%

0.2589
0.6041
0.1371
1.0000
4.43%

. 1991
32,059,008,000
4,456,237,000
10,066,039,000
4,002,502,589
9,339,804,411
2,119,037,000

COMPARE2.WK4

1992

1992

- 365468629
3.41%
82259907

3.36%
1.7732

6.08%

1.8214
6.70%
1.9150
5.86%
1.3641
6.00%

. 0.2188
| 0.6446
0.1366
1.0000
6.08%

1992
33,359,990,000
4,506,685,000
9,718,496,000
3,450,427, 259
10,163,714,741
2,153,565,000
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1988 1989 1990 1991 1992
Total "Regulated” 60,028,413,000 60,586,565,000 61,197,770,000 62,042,628,000 63,352,878,000
Revenue Shares A
Local 0.4869 0.4947 0.5016 0.5167 0.5266
Intrastate Access 0.0721 . 0.0713 0.0725 0.0718 0.0711
Tol 0.1777 0.1741 0.1728 0.1622 0.1534 '
Interstate End User 0.0887 0.0722 0.0694 0.0645 0.0545
Interstate Switched 0.1324 0.1504 0.1475 0.1505 0.1604 = . "y
Interstate Special 0.0423 ‘ 0.0372 0.0361 0.0342 0.0340

1.0000 1.0000 1.0000 ~1.0000 1.0000
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Local Calis
Iintra Toll Calls
Interstate

CL MOU
Switched Access

Special Access

Interstate Shares
interstate End User
Interstate Switched
Interstate Special

interstate Growth

Revenues

Local

Intrastate Access
Toll

Interstate End User
Interstate Switched
interstate Special

1993
1993
376995406
3.11%
89192259
8.09%
1.8835
6.03%
1.9619
7.43%
2.0339
6.02%
1.4195
3.98%

0.1797
0.6920
0.1284
1.0000
6.03%

1993
34,598,957,000
4,647,675,000
9,849,156,000
2,935,888, 605
11,307,270, 395
2,097,997,000

1994
1994
392601075
4.06%
97553610
8.96%
2.0179
6.89%
2.1132
7.43%
2.1867
7.25%
1.4817
4.29%

0.1374
0.7329
0.1297
1.0000
6.89%

1994
35,758,637,000
4,829,192,000
9,526,791,000
2,350,283,803
12,533,161,197
2,217,125,000

COMPARE2.WK4
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Total "Reguiated”

Revenue Shares
Local

Intrastate Access
Toll

Iinterstate End User
Interstate Switched
Interstate Special

1993
65,436,944,000

0.5287

0.0710

0.1505
0.0449
0.1728
0.0321
1.0000

1994
67,215,190,000

0.5320
0.0718
0.1417
0.0350
0.1865
0.0330
1.0000

COMPARE2.WK4
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Revenues

AT&T Categories
Local

"Toll"

Interstate

Total "Regulated”

Revenue Shares
AT&T Categories
Local

Toll
Interstate

1988

1988
29,226,988,000

14,994,977,000 .

15,806,448,000
60,028,413,000

1988
0.4869

0.2498
0.2633
1.0000

1989

1989
29,973,157,000
14,868,219,000
15,745,189,000
60,586,565,000

1989
0.4947

0.2454
0.2599
1.0000

1990

1990
30,699,085,000
15,014,729,000
15,483,956,000
61,197,770,000

1890
0.5016

0.2453
0.2530
1.0000

1991

1991
32,059,008,000
14,522,276,000
15,461,344,000
62,042,628,000

1991
0.5167

0.2341

0.2492
1.0000

COMPARE2.WK4

1992

1992
33,359,990,000
14,225,181,000
15,767,707,000
63,352,878,000

1992
0.5266

0.2245
0.2489
1.0000
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Revenues

AT&T Categories
Local

“Toll"

Interstate

Total "Regulated”

Revenue Shares
AT&T Categories
Local

Toll
Interstate

1993

1993
34,598,957,000
14,496,831,000
16,341,156,000
65,436,944,000

1993
0.5287

0.2215

0.2497
1.0000

1994

1994
35,758,637,000

-. 14,355,983,000

17,100,570,000
67,215,190,000

1994
0.5320

0.2136

0.2544
1.0000

COMPARE2.WK4
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1988

2. TFPRP Information - 11 Companies

INPUT
TFPRP-11
Cost
Capital
Labor
MRS
TOTAL

1988

43,041,036,285
22,511,293,000
18,018,313,000
83,570,642,285

Average of Shares

Capital
Labor
-~ MRS

ti
Capital
Labor
MRS

N/A
N/A
N/A

{

Total Input Quantity

Price Growth

Capital
Labor
MRS

Total Input Price

1989

1989

40,893,132,333
22,603,070,000
20,036,512,000
83,532,714,333

-0.05%

50.23%
27.00%
22.77%

3.83%
-1.56%
6.22%

2.92%

-8.95%
1.97%
4.40%

-2.96%

1990

1990

43,129,828,736.

22,930,727,000
20,637,470,000
86,698,025,736

3.72%

49.35%
26.75%
23.90%

2.49%
-3.11%
-1.48%

0.04%

2.83%
4.55%
4.43%

3.68%

1991

1991

44,919,636,862
23,553,774,000
22,006,899,000
90,480,309,862

4.27%

49.70%
26.24%
24.06%

2.88%
-4.87%
2.47%

0.75%

1.18%
7.55%
3.95%

3.52%

COMPARE2.WK4

1992

1992

49,042,001,677
23,771,955,000
21,266,418,000
94,080,374,677
3.90%

50.89%
25.65%
23.46%

2.44%
-4.62%
-6.55%

-1.48%

6.34%
5.54%
3.13%

5.38%
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OUTPUT
TFPRP-11

BOOKED REVENUES

Local

Intrastate Access
Toll

Interstate End User
Interstate Switched
Interstate Special
Miscellaneous

Total

Averge of Shares

Local

Intrastate Access
Toll

Interstate End User
Interstate Switched
Interstate Special
Miscellaneous

Total
Price Indexes

Local
Intrastate Access

1988

1988

33,815,096,000
6,003,665,000
13,447,717,000
4,260,916,000
12,090,404,000
2,829,746,000
7,961,596,000

80,409,140,000

1989

1989

- 34,663,999,000

6,083,891,000
13,620,071,000
5,234,789,000
11,415,189,000
2,537,732,000
8,449,620,000

82,005,291,000

0.422
0.074
0.167
0.058
0.145
0.033
0.101

1.000

0.9714
0.9965

1990

1990

35,810,228,000
6,218,675,000
13,550,232,000
5,568,965,000
10,843,689,000
2,507,064,000
8,591,238,000

83,090,091,000

0.427
0.075
0.165
0.065
0.135
0.031
0.103

1.000

0.9469
0.9817

1991

1991

37,420,078,000
6,364,990,000
12,985,462,000
5,759,898,000
10,772,567,000
2,417,913,000
8,975,543,000

84,696,451,000

0.436
0.075
0.158
0.068
0.129
0.029
0.105

1.000

0.9514
0.9413

COMPARE2.WK4

1992

1992
39,003,982,000
6,492,571,000
12,532,277,000
5.919,313,000
10,946,149,000

2,468,341,000
8,494,943,000

85,857,576,000

0.448
0.075
0.150
0.068
0.127
0.029
0.102

1.000

0.9495
0.9271
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Toll

Iinterstate End User
Interstate Switched
Interstate Special
Miscellaneous

Quantity Indexes
Local

Intrastate Access
Toll

interstate End User
Interstate Switched
Iinterstate Special
Miscellaneous

uanti r
Local
Iintrastate Access
Toll
Interstate End User
Interstate Switched
Interstate Special
Miscellaneous

TOTAL OUTPUT

TFP AND X FACTOR

TFPRP-11

1988
1.0000
1.0000
1.0000
1.0000
1.0000

33,815,096,000
6,003,665,000
13,447,717,000
4,260,916,000
12,090,404,000
2,829,746,000
7,961,596,000

1988

1988

1989
0.9873
1.1818
0.8455
0.9237
1.0450

35,685,574,304
6,105,447 428
13,795,827,405
4,429,361,958
13,501,627,120
2,747,443,296
8,085,965,468

1989
5.38%
1.68%
2.56%
3.88%

11.04%
-2.95%
1.55%

4.70%

1989

1990
0.9698
1.2280
0.7447
0.9139

1.0924

37,820,009,786
6,334,302,785
13,971,760,080
4,534,913,282
14,560,198,583
2,743,164,956
7,864,898,196

1990
5.81%
3.68%
1.27%
2.36%
7.55%

-0.16%
-2.T7%

3.84%

1990

1991
0.9433
1.2282
0.7034
0.9377
1.1364

39,333,199,452
6,761,832,836
13,766,502,198
4,689,541,750
15,315,878,690
2,578,492,102
7,898,477,840

1991
3.92%
6.53%

-1.48%
3.35%
5.06%

6.19%
0.43%

2.71%

1991

COMPARE2.WK4

1992
0.9305
1.2381
0.6707
0.9342
1.1724

41,078,421,727
7,003,455,406
13,468,503,087
4,781,155,815
16,319,756,033
2,642,074,855
7,245,5632,922

1992
4.34%
3.51%

-2.19%
1.93%
6.35%
2.44%

-8.63%

2.01%

1992
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1988

TFP Growth
US TFP Growth
TFP Differential

input Price Growth
US Input Price Growth
Input Price Differential

X Factor

Depreciation Compariso

Depreciation & Amortiza ion
AT&T Depr Reserve 53,009,405,694

First Difference

COMPARE2.WK4

1989 1990 1991 1992
1.79% 3.80% 1.96% 3.49%
-0.26% 0.21% -1.04% 1.49%
2.05% 4.01% 3.00% 2.00%

-2.96% 3.68% 3.52% 5.38

4.14% 4.22% 2.91% 4.61
-7.10% -0.54% 0.61% 0.77%
9.15% 4.56% 2.39% 1.23%
1988 1989 1890 1991
13,642,982,000 13,860,101,000 13,931,515,000 13,489,778,000
59,245,440,000 66,945,036,000 70,664,886,000 74,574,089,000
6,236,034,306 7,699,596,000 3,719,850,000 3,909,203,000
45.71% 55.55% 26.70% 28.96%
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2. TFPRP Information -
INPUT

TFPRP-11

Cost

Capital

Labor

MRS

TOTAL

r ares
Capital
Labor
MRS

Quantity Growth
Capital

Labor

MRS

Total Input Quantity

Price Growth
Capital
Labor

MRS

Total Input Price

1993

1993

51,999,676,231
25,336,928,000
22,000,434,000
99,337,038,231

5.44%

52.24%
25.39%
22.38%

2.53%
-4.37%
0.46%

0.31%

3.33%
10.75%
2.93%

5.12%

1994

1994

53,677,635,141
25,627,805,000
24,265,611,000
103,571,051,141
4.17%

52.09%
25.13%
22.79%

2.26%
-5.60%
7.11%

1.39%

0.91%
6.74%
2.69%

2.78%

COMPARE2.WK4
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OUTPUT

TFPRP-11

BOOKED REVENUES
Local

intrastate Access

Toll

Interstate End User
Interstate Switched
Interstate Special
Miscellaneous

Total

Averge of Shares

Local

Intrastate Access
Toll

Interstate End User
Interstate Switched
Interstate Special
Miscellaneous

Total
Price Indexes

Local
Intrastate Access

1993

1993

40,697,565,000
6,739,888,000
12,627,066,000
6,263,956,000
11,200,613,000
2,408,596,000
8,934,023,000

88,871,707,000

0.456
0.076
0.144
0.070
0.127
0.028
0.100

1.000

0.9485
0.9019

1994

1994

-.42,081,853,000

6,885,974,000
12,309,693,000
6,641,589,000
11,636,002,000
2,532,469,000
9,198,820,000

91,286,400,000

0.459
0.076
0.138
0.072
0.127
0.027
0.101

1.000

0.9394
0.8625

COMPARE2.WK4



